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To the Senate and House of Representatives; 


, In a special message communicated to you on the second inst, 
I referred to a movement on the part of the creditors of the 
State, toward.a compromise of the public debt, and suggested 
the advisability of deferring legislative action upon the subject 
until telegraphib correspondence might be had with the Com. 
mittee for that purpose appointed at the meeting of our bond- 
holders. I take the earliest opportunity of laying before you the 
results of such correspondence. 

The Committee requested from me a statement, in detail, of 
the indebtedness, bonded and floating, of the State, a summary 
of its annual &gpenditures, and an estimate of its financial re- 
sources. Upon such statement, they proposed to base an offer of 
compromise ; as part of which, they were either to take up the 
floating indebtedness, outstanding in the form of serip, and to 
fund the same in the six per cent. bonds of 1875, known as the 
Loughborough Bonds, or to furnish the State government, at a 
low rate of interest, with such sums of money as micht be re- 
quired for its conduct until the time when the retirement of the 
whole body of scrip should enable us to collect our taxes and 
meet our obligations in currency. ^ 

I prepared and forwarded to the Committee a statement such 
se desired, drawn with a view to the question of settlement, and 
calculated for the Ist day of July, 1877—that being, probably, 


as early a date as could be assigned for final settlement in any 
cam, Thegeturns of assessed valuation from many of the eoun- 
ti havingyas yet, been received at the Auditor’s office, the 
est of our resources was based upon an assumed valuation 
of $91,000,000 ; an amount which proves to be something more l 
than two millions of dollars below the actual assessment ; but for 
present purposes, and to under-estimate, rather than exceed, in 
the calculation, our actual means of payment, I here retain the 
lower valuation. Nor do I undertake, for the present purpose, 
to assume as probable the extinguishment, by cancellation or sur- 
render, of any portion of the debt; although, as I shall presently 
have occasion to remark, it may be practicable to effect such can- 
“cellation, provided time be allowed, and provided the credit of the 
State, such as it now may be, shall meanwhile suffer no new detri- 


ment. 
The statement furnished the Committee by telegraph, was sub- 


stantially as follows: 


INDEBTEDNESS, FROM OFFICIAL RECORDS OF THE STATE—INTEREST 
CALCULATED TO JULY 1, 1877. 


Te FLOATING DEBT. 


Five per cent. Scrip. —— TAPPA , g 1,200,890 
Interest—estimated ur assar sesse VERSE EE RE nre EE DEP sanata tente terenn Yr 13 
Non-interest bearing SCrip mars ses inti enpr KERSE yd tenere 31,509 


H 
li 
t H 
$ 1,510,444 i 
f 


TEE 


ce Total floating deb... eerte atenta nnn 
Deduct amount retired by Ist Tuly—€stimatet,. a... eren ere 600,000 


Total outstanding, July let; 1871, eere enirn tnmen S 410,444 
BONDS HELD BY U,8, Y. 8 ky 
6 per cent, Bonds-—Old,,, sese nere rne ette sooo tta Ma EE roa rre HYDR ee ee 8 329,000 « 
POLES e CPP UR TERR me 391,156 da 
6 per cent. Funding Bonds... —— RETE 105,060 y 
Interest aoese sere inest BEE SPANDEER SA SEER ERGE PA eph ERA EE KEER N ee Ee n5 j 
x eegene 
Total Government debuteer hee RE Eer PEER EER verre retre $1,737,006 
NEW BONDS, ' 
10 por cent, BONS iese gees er ee EER SE ERROR BERE Re PES KERE Fee RR rearme eg Ses RA EP TEER S 259,083 
6 por cent, Bonds OF IRI raasse trope KERE RR AR tarn FREE Sn Ph PY FY OF ere 250,000 
Total New BONS sms tana FR WYR GYD vetr rra rtr 3 615,085 ; 
OLD UNFUNDED DEBT, EXCLUSIVE OF DEBT DUE U, $, 
6 ond 0 per cent, Bonds, and interest, re se sers BA er ek SERE RR ER seers 8 445,500 
NEW FUNDED DEBT, 
6 T cent, Bonds of IBGP MER mE ES 154,900 
pe A en NNN 1,140,540 
Total New Funded Devt use se vee sae ves stae bere ydr GER bek PES MAI 


pes 


hme a ee 


SPP 


~ en 


RAILROAD AID BONDS, ; $ 


7 per cont, Railroad Ald Bonds... A... ció server pent SEI 
Interest EE TEE ERICA EUR gas gd IPR ra Ra ERE o 1,607,145 
nw asap 
Total Railroad Ald Bond... ee st coa anc? $7,187,145 
i LEVEE BONDS, 
7 per cent. LOVER BONAR Lue ss verons vor caeran verons are cas BE GER at ott ges BN RR NAD $1,906,771 
DU EE on 
Fe ivit 
Total Levee Doder vnsersesseaceesgecsnssesensonenecsesseens 52,761,118 
PS rt Be 
RECAPITULATION. 

Floating Debt and interestto July lat, 1877 asses eere nannten $ 910,444 
Debt duo United Staves. seep WY DOW yf ee Oe 1,737,056 
GET ——— 616,688 

Old Bonds, UNFUNGCK,,...crorrsrcsssercererancateroretrsenseesecesesreenettanesseersaseessens 48), 
New Funded Debtf............. a ———— $194,510 
Baihosd Aid Bonds... eese eene terere TTT 7,167,145 
Teves BONUS, ...:conssnrsvsveanssesuonsenorsasensassnnesenrenesoaes evene, TTT Peron. 2; 21,118 
c aran) 
Total estimated to July 18t, 1877,... oorr rnnt $17,752,100 


RESOURCES OF STATE. 
Assessed value of property, ISTTBu.ssessrserconssranceoassevcersssrenapenssreacencon $92,000,000 n 
Tax for general purposes, and to pay interest on public debt....., 793,000 
Deduct for assessing, collecting, and delíngnent...........,,5... 183,000 


LTC $ 660,000 
Tn addition, there is a 2 mill school-tax. e 


EXPENDITURES. 
Estimated expenses of State Government, pêr y6aT...,.............« S 220,000 


Nothing is said about income from other sources; as it is impossible now to giv 
am approximate estimate, , 8 io 


It will be perceived that in this table I have enumerated, first 
in order, the outstanding floating indebtedness of the State, the 
bonds in the hands of the United States, and those issued since 
the fortunate event of our troubles in 1874, classing these 
together as being unsusceptible of compromise,—the first because, 
omitting other considerations, the reception of the scrip, at par, 

“ by the State, in payment of taxes, is at all times compellable by 
writ of mandamus—the second, because, whatever may be the 
> terms hereafter to be obtained from the United States, no caleu- ' 
lation can at this time, with safety or propriety, be based upon 
any hope of partial release of that portion of our debt—and the 
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third, because the faith and honor of our people is irrevocably’ 
pledged to the maintenance of every promise put forth by the 
present government of their own free choice, 

The advances toward compromise were upon the basis of a 
settlement of all outstanding evidences of indebtedness. I did 
not, therefore, in the statement forwarded, undertake to draw the 
distinction between the universally recognized and the disputed 
debt. An estimate based upon this distinction, however, has 
been prepared, and, whenever it may become relevant to the. 
actual status of negotiations, can be communicated to the General 
Assembly, or to our creditors. 

The telegram was supplemented by a letter, which I subjoin in 


full : 
“ W. H. Hays, Chairman, and others, 
“ Committee Arkansas Bondholders, New York City: 


“GENTLEMEN: Your esteemed communication of the 27th 
ultimo, with resolutions of meeting of Arkansas bondholders in 
New York, was promptly placed in my hands by Mr. Jno. C. 
Latham, Jr., one of the agents of the State of Arkansas in New ` 
York; and I was glad to receive from the committee, composed 

of gentlemen of so much influence and eon such kindly 
‘overtures looking to the permanent and satisfactory adjustment 
of our State debt, 

“ As your committee requested him to do, at your meeting, Mr. 
Latham has stated to me fully and freely your views touching a 
settlement; and I can but say, with the object of your movement 
I heartily concur, and shall be disposed to lend my aid to speedy 
settlement, in the event your committee will assist, and point out 
the way the same may be arrived at without future embarrass- 
ment to the State, or increase of burden to our people. 

*CY our honorable committee is fully aware that for Several years 
past our State has been burthened with a large floating indebted- 
ness in the shape of scrip receivable in payment for all dues to 
its government, and in consequgnce of this fact it has been im- 
possible to increase taxation to pay obligations of the State in 
currency. Even now, we have a large floating debt, and had it 
not been for your important meeting, I, as Governor of the State, 
should not have given the settlement of our debt serious consid- 
eration until the meeting of the Legislature two years hence, 
when our financial condition would be less difficult to overcome. 

Since the receipt of your letter, I have been earnestly at work 
to perfect a concise and as correct an exhibit of our financial 
affairs as is practicable to do; and I have telagraghed the same 
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to your committee for their action and consideration. I enclose 
you, herewith, duplicate statement of the indebtedness of this 
State; and I also submit memorandum setting forth the estimated 
resources and liabilities for the year beginning July 1st, 1877, 
and ending July Ist, 1878—the latter date being the nearest one, 
probably, that our State could resume her interest payments, 

“ The assessment of real estate in Arkansas is made and stands 
for four years; our present assessment was made last year, and 
will not be changed until 1880, unless a change is made by the 
Legislature. We therefore cannot hope for material increase, 
save it be in personal estate; and this is not probable until a 
more prosperous era than the present has been enjoyed by the 
people generally. 

* For the past two years our total revenue has greatly ex- 
ceeded that submitted in the statement enclosed; but this excess 
represents delinquents from the years 1873-1874, when our State 
taxes could be altogether deferred by penalty being paid. 

“The estimate I submit for State government expenses for 
years 1877-78, $320,000, is an increase over the past two years, 
and is the result of improvements being made on penitentiary, 
cost of Centennial building, and other minor matters. i 

On the Ist of July, 1877, our general financial condition will 
be about as set forth in the statement enclosed, unless changed 
by legislative action. 

“ We will have discharged all our current expenses for the 
previous year, paid of our loan of $250,000 in New York, and 
will begin the new year out of debt, save say $910,445, approx- 
imate estimate of the scrip outstanding, interest included. 

“ Now, if the bondholders of the State will devise the means 
by which she can be placed at once upon a sound financial basis 
—such a one that is beyond contingency of default with her 
present revenues—I will lend to them my co-operation, and 
shall strive to have speedy action taken by the Legislature. 

“ An increase of taxation, now, is impossible, The Legisla- 
ture would not sanction it; I would not; and the present condi- 
tion of our State would not warrant it. Besides, it could not be 
done without exceeding the constitutional limit of one per cent. 

“ There exists here a manifest disposition, on the part of some 
of the members of our Legislature, to ignore a portion of the 
bonded debt, altogether; but if your committee can offer the 
State practicable and favorable settlement, I cannot but think 
this unnecessary action may be overcome; for it will be clearly 
the interest of the State to make a just compromise and forever 
get rid of all the evidences of her misfortunes and dishonest 
government, 

“ E cannot impress upon your committee too strongly the im- 
potiance of speedy action in this matter, as our Legislature will 
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mon adjourn, and this is a question it is very desirable they 
should fully investigate and understand. 

* As this movement of settlement bas been formally inaugu- 
rated by the creditors of Arkansas, I shall take great pleasure in 
laying before them any facts touching our condition ; and I will 
certainly co-operate with them in anything that will lighten the 
burdens of our people, and add to the growth and prosperity of 
this Commonwealth. FN 

e 
« W. R. MILLER.” 

In response to these communications, I received, from the 
Committee, an offer to accept a settlement upon a basis of fifty 
cents on the dollar for Six per cent. Bonds, thirty-five cents for 
Railroad Aid Bonds, and fifteen cents for Levee Bonds. 

I deem it my duty to lay this proposal before you; but I can- 
not recommend its adoption, for this reason if for no other, that 
the limit of taxation to which our resources are equal, and which, 
at all events, is fixed by the Constitution, would not suffice to 
pay the interest upon the debt thus reduced. If there be one 
proposition relative to the re-adjustment of our finances, which 
is indisputable, it is, that in measuring the amount of our new 
indebtedness, upon settlement, we must take care not to contract. 
for the payment of a dollar of interest which can not, to an ab- 
solute certainty, be paid with invariable promptness, and that 
every dollar must, in point of fact, be paid with invariable 
prompiness, A failure in one instance to comply with this con- 
dition, would be the hopeless destruction of our new-made credit. 
The surplus annual revenue available, after payment of the annual 
current expenses of the government (estimated $320,000), would 
be insufficient to meet the interest upon our debt on this proposed 
basis of settlement. Such payment would exceed the limit of 
our ability ; and, hard as it may be upon innocent holders of our 
securities, the limit of our ability must be the limit of our 
promise. 

I therefore informed the Committee that it would be useless 
te submit to the General Assembly, for serious consideration, any 
. proposition for the payment of more than fifty, twenty-five, and 
ten, cents, respectively, upon the classes of bonds named—the 
first installment of interest to be made payable July 1st, 1878. 
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The reply of the Committee was, that they could not coysei- 
entiously recommend de our creditors a settlement upon o 
es; lmt they did not assume to reject it; and the tone of their 
communication was of a character, taken in connection with the 
facts of the situation, to encourage the hope that it requires only 
personal conference between the officers of the State to whom 
the General Assembly has entrusted the care of its finances, on 
the one hand, and the ereditors of the State on the other, and a 
full understanding, by the latter, of our actual financial condi- 
tion, in order to obtain a settlement acceptable by them, and, 
save as we may regret our inability to meet every engagement 
in full, satisfactory to every sensible citizen of the State. 


I have laid before you the substance of the preliminary nego- 
tiations toward settlement of the public debt. It is precisely 
because these.negotiations have been, thus far, purely of a pre- 
liminary character, and insufficient as a basis of immediate prac- 
tical action, that I avail myself of the constitutional privilege, 
and fulfill the constitutional duty, of the Executive, in commu- 
nicating, by special message, my reéommendation of the meas- 
ures which I regard as expedient for'the interests of the State, 
in this all-important matter. 


I employ the term “all-important;” recognizing the fact that 


in our disposition of this subject is involved our material, social,- 


and political welfare—public and individual—of the State and 
of its citizens, On the restoration of our public credit depends 


the maintenance of the personal credit of our merchants; to a. 


greater extent, perhaps, than in any other community, upon the 
financial gbility of our merchants depends that of our farmers 
to raise their crops; upon the good name and comfortable con- 
dition of our people at large depends the influx of a worthy and 
valuable immigration, which alone can enable us to develop our 
native resources, and to vie in prosperity with more’ fortunate 
States of the Union. | 


In the work of re-establishing this credit, we have surely be- 
gun well. If a policy is to be judged by its results—and I know 
mo other criferion,—the conservative position assumed by the 
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representatives, legislative and executive, of the people, since 
the asss to power of the present system of administration, 
commends itself alike in the past-and for the purposes of the 
future, As I had occasion in substance to remark in my inaug- 
ural address, the restoration of legitimate government, in 1874, 
found an empty treasury, a beggared people, a financial reputa— 
tion apparently ruined. The scrip of the State, nominally 
quoted af twenty-five cents on the dollar, was a drug upon the 
market, even at that price. As the sole practicable means of 
meeting the contingent expenses of the government, it had be- 
come the custom to issue such scrip at the rate of three or four 
dollars for one; and every day was plunging the State into more 
hopeless bankruptcy. Money, there was none. Credit, there 
was nong, The people was disheartened, and, because disheart- 
ened, comparatively idle. Such was the poverty of the State, 
that during many months succeeding the change of administra— 
tion, its officers were habitually compelled to advance their pri- 
vate funds, and even to borrow on their private credit, to obtain: 
the stationery and pay the petty expenses of their offices. 


The policy pursued under these disastrous cireumstances, was a 
simple one, It consisted in ignoring no obligation, old or new,— 
in meeting with promptness, and at whatever sacrifice, every new 
obligation necessarily incurred,—in the exercise of a rigid, but in- 
telligent, and not illiberal, economy ,—and, lastly, in the avoidance 
of anything like precipitancy in dealing with 2 public debt so 
obviously beyond our ability of present liquidation. The con- 
fession of our debts accompanied the confession of ompoverty, 
and attracted the respect, and began to create the confidence, of 
business men. One of the early acts of the administration which 
succeeded the adoption of the Constitution of 1874, was the pass- 
age, by the two houses of the General Assembly, of a joint reso- 
lution setting forth the extravagant issue of bonds during the 
period of “reconstruction,” and directing the State Board of 
Finance, which had been ereated, “to correspond with the 
holders of the outstanding bonds of the State, or, at their dis- 
cretion; at such time and place, and upon such notice, as they 
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. might elect, to-call à convention of the bondholders of the State, 
_ «o meet them for the purpose of discussing the questions in- 
~ volved, with a view to effecting a consolidation and settlement 
— of all just debts, on a basis which would be satisfactory to the 
people, and within their ability to pay.’ The correspondence 
was had. The discretion entrusted, to call a meeting of the 
bondholders, was not exercised; and this because the absti- 
nence from its exercise became, upon the intelligent and disin- 
terested investigation made by the Board, a part of the policy 
referred to. It was evident that even the undisputed. indebted- 
ness of the State far exceeded, at that time, her ability to pay ; 
that her people needed, first of all, a respite that might afford 
them opportunity to recuperate their wasted resources; and 
finally, that in the clear understanding, on the part of her cred- 
itors, of this situation of things, they were not disposed to preses 
and did not undertake to press, an immediate payment, or even 
an immediate compromise, of the debt. 

The results of this policy of patience, good faith, and economy 
(for the expenses of the State were at once reduced to the lowest 
figure consisteut with the efficient conduct of the government), 
are before you. Our Ten per cent. Bonds, issued to meet the cost 
of the brief conflict which gave us deliverance, are scarcely to” 
be bought at par; our scrip is in active demand at seventy-five 
cents on the dollar; and anothersix months will see its volume 
reduced nearly half; the first proposition of compromise, re- 
ceived from our creditors, includes an offer to accept the Six per 
cent. “Loughborough” Funding Bonds of 1875, at par, in 
return for the scrip then still outstanding; and in view of the 
prompt re-payment of the first lcan of currency, and of the policy 
pursued by the past administration, looking toward a settlement, 
in some form, of all obligations to which the faith of the State 
has been pledged by a government de facto, capitalists hastened 
to proffer a farther advance, at reduced rates of interest. Nor 
need I remind you, that the enhancement of public credit has 
kept pace, side by side, with the growing thrift of the people at 
large, in their private business relations. Forthe genuine, unin- 
flated prosperity which comes of industry and forms its lasting | 
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reward, L do not hesitate to declare that Arkansas has never 
stood on as sound a footing as on this day. 


Under these circumstances, it is for the General Assembly to 
judge whether anything in the present condition or surroundings 
of the State occurs, to justify the experiment of departure from 
a policy which has given birth to such results. Thus far, every 
step has been taken with deliberation. Thus far, so long as the 
people have not been ealled upon,—as they are not called upon 
now,—to pay a dollar of tax to meet either principal or inter- . 
est of any bonded debt contracted previous to April, 1874, we 
have been content to let well-enough alone. So long as our 
ereditors have forborne to press us, we have forborne to seek 
` them out in order to thrust upon them our dissent from claims 
which they did not urge. That our course has entitled us, even 
in onr poverty, to some just consideration, appears from the vol- 
untary offer, made to us, of a compromise, which, though im- 
practicable as presented, may, and I fully believe can, eveniually 
be so modified as to- place our indebtedness in a situation to be 
met, and to be met npon terms satisfactory to the entire people 
of the State. What altered position of affairs has arisen, to require 
a corresponding change of policy? What new necessity forces 
upon us a divergence from the course which has brought us such 
an access of prosperity and credit? A change is an experiment; 
should the experiment prove a mistake, the disaster that follows 
may "be irrevocable in onr generation or in that which shall suc- 
ceed us. By no possibility can a brief delay work any injury to 
our people; they are not taxed, now, for the old debt of the 
State; they will not be taxed in the interval. 


. I do not wish to be understood as advising delay for the sake 
of delay, or in the interest of inaction. I should not, indeed,—as 
I intimated in my letter to the Committee at New York,—have 
thought it advisable, before the late voluntary action on the part 
of the financial community, and of the representatives of the 
creditors of Arkansas in particular, that the question should arise 
at all, until another two years of exertion on the part of our 
people should have placed us in a still more prosperous condition 


than at present, But that action has been taken; the parties by 
whom it was had are of high respectability; they are our ered- 
itors, and profess to be able to speak for the larger portion of our 
erediters ; und it is due to them, and to'our own honor aud credit, 

fhut we should in some manner respond to their invitation, 
Upon several grounds, T regard it as desirable that opportunity 
for further inquiry, to be promptly made, into the ciremustances 
of our finaneial situation, should be afforded, and the result of 
sueh inquiry reported, by the Board of Finance, to the General 
Assembly ; and that any definitive legislative action upon the sub- 
ject, before such inquiry made, would be premature and danger- 
ous, Knowing that you are actuated by the same motives with 
myself, I feel quite sure that in the case of a proposition so 
obvious, a brief statement of these grounds will suffice. 


First, a temporary postponement of the subject, until such 
time as the Finance Board of the State can make its report in’ 
the premises, is, as I have said, an act of justice at once to the 
creditors who have submitted their first proposition, and to our- 
selves, As above stated, while deprecating a. settlement upon 
the terms which I indicated as the limit of our ability, the Com- 
mittee of the bondholders by no means refuses, but rather in- 
vites, such a proposition on our part. To restore, however, tlie 
confidénce which creates credit, and so to place our bonds at par 
in the market, such a proposal must be made to appear to our 
ereditors in its true light of good faith, and untarnished by sus- 
picion of a desire, on our part, to shirk any obligation within 
our power to meet; and this can be effected only by personal 
conference and deliberate procedure. 1 do not hesitate to ex- 
press my belief (and I speak after due consideration, and with 
full appreciation of the gravity of the announcement), that if 
time be allowed, the Finance Board will be able to report.to the 
next General Assembly, or, if deemed expedient, to an extraordi- 

“nary session of the present body, a proposition, acceptable by our 
creditors, which will cancel the whole present bonded and floating 
indebtedness of our State, and afford us a- receipt in full for its 
entire amount, upon the same terms, or substantially upon the same 
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terms, on which, should other counsels prevail, our undisputed 
debt, alone, would be paid, while rejected claims for millions of 
dollars would still be left hanging over us, to keep down eur 
credit, to torment our politics, to constitute a permanent corrup- 
tion fund for the temptation of our public officers, and eventu- 
ally, it is probable, with all its accumulated load of interest, to 
succeed in obtaining recognition at the hands of a future legisla- 
ture. If I am correct in the belief that such a settlement can be 
obtained, with the assent of our creditors, I can certainly con- 
ceive of no valid or even reasonable ground of objection to the 
arrangement; and it can not but be thatthe people would hail 
its consummation as a happy deliverance from all their embar- 
rassments. A romantic enthusiasm, on the one hand, to force 
upon the holders of a just debt a payment which they do not 
ask, or on the other to inflict punishment upon the holders, more 
or less innocent, of an unjust debt, at the expense of a bad name 
and perpetual bankruptcy for ourselves, forms no part of practi- 
cal business, private or public; and the common sense and mon- 
ied interests of the people demand, in my judgment, a practical 
solution of this problem. What Arkansas wants, for her pros- 
perity, is, a settlement of her debt upon terms with which she 
can faithfully comply, a restored credit, a clean, balance-sheet, a 
future unhampered by even the menace of debt. If these ends 
are attainable, the choice of means, so they be honorable means, 
is indifferent. Attainable by the method I have pointed out, I 
believe them to be; and even should this method fail, we should 
find ourselves certainly in no worse condition than at present; 
no new tax will have been levied in the interval; and the labor 
of every month will have gone to swell the resources with which 
to meet the debt. 


In this connection, I may add, that since my last communica- 
tion, I have received, accompanying a copy of the proceedings 
of the principal meeting held at New York, to devise means for 
the relief of the people of the South, a note, not designed for 
publication, from the President of the meeting, the Hon. Wm. 
Cullen Bryant, inviting attention to that movement on the part 


t 


] 


a ree 


of the financial community at large, and to the appointment of 
disintesested arbitrators, whose services are offered to the author- 
ities of the Southern States and to their creditors, to assist in the 
setibement of the issues arising between them. While I am not 
at present prepared to make any recommendation upon this 
branch of the subject, it would be with deep mortification, as a 
citizen of the State, that I should see Arkansas, first, and proba- 
bly alone, of all her sisters, to shut the door of compromise, and 
fo subject herself to the odium which, however undeservedly, 
must attach to such action, among the great mass of business 
men, to whom the merits and demerits of each of our particular 
species of indebtedness are and will always remain unknown, and 
unregarded in determining the question of our moral and finan- 
cial status, 


But, second, I suggest that before any decisive? action relative 
` to that portion of our debt the justice of which is in dispute, 
common fairness, the principles of honor, and our good name, 
demand that its holders shall be allowed a hearing. Such a hear- 
ing they have not at all had. No opportunity was afforded, or 
tribunal, advisory or final, provided, by the Constitutional Con- 
vention. The State Board of Finance, upon whom, as already 
remarked, the authority to extend a hearing was, by the succeed- 
ing General Assembly, conferred, did not regard the time for 
investigation as having arrived. And the Special Committee of 
the House of Representatives, to whom, at the present session, 
was committed the investigation of “ frauds connected with the 
legislation upon and the issue of the Holford, Railroad Aid, and 
Levee Bonds, of this State,” has reported as follows: 

“They” (the Committee) “have discharged that duty with such 
diligence and thoroughness as their limited time and opportuni- 
ties have admitted. Your Committee, however, feel it due, not 
less to themselves than to the House, to express their regret that 
the fast approaching termination of the session of the General 
Assembly, and the imperative necessity for a final adjustment of 


our finances, have compelled them to conduct their investigation’ 
with rather more haste than they could otherwise have wished.” 


As a necessary consequence of such enforced haste, there does 


not appear, from the officially published proceedings of the Com~ 
mittee, to have been opportunity to summon a single holder of 
a single hond, out of the millions of dollars of this elas of 
alleged indebtedness outstanding, so as to enable him to tender 
his claim, to produce his evidence, or to support his cause by 
argument. The Committee, under these circumstances, deemed 
it “ improper to present any conclusions of their own, and for- 
bear any recommendation in the premises.” But it is not upon 
such necesssarily hasty and ep parte investigation, that the affairs 
of a great community are settled, its welfare, honor, or dignity, 
‘maintained, or balances of millions adjusted, or the fundamental 
principles of justice between man and man preserved, Self- 
respect, a decent respect for the opinions of mankind,” and fair 
dealing, demand that the commonwealth shall condemn no man’s. 
property, or alleged property, himself unheard. 


I am fully aware that there is no intention or desire, on the 
part of the people of Arkansas, or of their representatives, to 
undertake anything resembling “repudiation,” in the odious. 
sense of the word; and that the policy to which that name has 
been thoughtlessly or maliciously attached, by some, with a view 
hopelessly to destroy our credit in the markets of the world, and 
to check our growing prosperity, is but the just protest of a lately 
oppressed people against the abuses which accompanied the issue 
of a considersole portion of the bonded debt contracted by their 
government de facto. Yt would not be in human nature to with- 
hold such protest. But, apart from all other considecations of 
justice or policy—for I do not propose to discuss any of these, 
except as they may be incidental to the immediate purpose of 
this commiunication,—it is not questioned that some benefit has 
been derived, accepted, and availed of, by the people of the State, 
from the issue of some of these bonds. The determination o 
the question of the extent of benefit accrued, and of the still more 
important problem of the manner in which these claims are to 
be treated in the light of our practical financial interest, require, 
for their adjudication, time, deliberation, and either an impartial 
tribunal, or the common consent of debtor and creditor. 
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Third, it appears to me that justice to the holders of that 
‘portion of the bonded debt the validity of which is undisputed 
and indisputable, requires that in the treatment of the mapter 
their wishes should be ascertained and consulted. During some 
years of connection with the finances of the State, in one or 
another official capacity, I have never learned of an instance 
where a holder of this class of bonds has, in person or by 
attorney, made the slightest movement in support of the policy 
of payment, in full, of his own claims," to the exclusion of 


' those in, disput The only action of which I am apprized, on 


the part of any or this portion of our creditors, has been that of 
assisting in the present proposal to compromise the entire amount 
of outstanding obligations, at uniformly classified rates. I need 
not suggest, that in case such should be their preference, the State 
would be pursuing a suicidal policy in insisting upon a basis of 
settlement which would leave her subject to future claim and 
annoyance from other holders, if for substantially the same 
amount the entire nominal indebtedness could be cancelled at 
once, with the free consent, and even at the express desire, of her 
just creditors, I do not undertake to say that such would be the 


_ ease, for I do not know; but if it be so, then with whatever 


jealousy I might be disposed to maintain, unimpeached, the honor 
of the State, I could searcely recommend the thrusting of moneys 
upon unwilling receivers, 


From the action of such holders of our undisputed debt as 
have manifested their views at all, we must conclude that their 
preference for an adjustment, upon some acceptable terms, of the 
entire amount of debt outstanding, arises from an apprehension 
that the total rejection of any part will render worthless, in the 
market, any new pledges issued to themselves; and that they 
would, in their own interest, prefer to fund their claims at a 
reduced rate, rather than te receive the full face of their present 
securities, in another form, and still to find themselves unable to 
realize. I know that holders do, in point of fact, apprehend the 
occurrence of such a state of things, should we refuse an offer of 
feasible compromise. They fear the urging of the argumentthat 


the indebtedness which one legislature regards as valid, may be 
precisely that which another will refuse to recognize, and vice 
veraa; that if distinctions having their ground, in part at least, 
in political feeling, however just, shall once prevail, they may 
Yprevail again, in some changed state of public affairs; and that 
even an attempted settlement by constitutional enactment, in a 
State which within the past sixteen years has existed under four 


different forms of constitution, affords no security against change. . 


I do not undertake to expréss any opinion upon the justness of 
such apprehensions; they are cited as the actual expression of 
opinion of men of business. 


At all events, these parties may be apprehensive, and are ap- 
prehensive, that in case of immediate and curt refusal at all to 
recognize certain portions of our bonded debt, our action will be 
so misunderstood as to destroy our credit, and with it, the value 
of our promises in their hands. Nor are we ourselves in a situ- 
ation to criticise such a view of the case. We haveto remember 
that during the session of the Constitutional Convention of 1874, 
and again at the first session of the General Assembly under the 
new regime, at times when the eyes of the country were upon us, 
and our liberties and our prosperity were trembling in the bal- 
ance of public opinion, and of an action, on the part of Con- 
gress, to be based upon publie opinion, by common consent it 
was deemed, absolutely indispensable to our success, that 
we should withhold allmovement in the direction of a partial 
rejection of our outstanding Securities. If that policy will now 
assist our financial standing, we erred, at that time, in not boldly an- 
nouncing it to the world, at once establishing our credit and 
character, in an emergency when these were so sorely needed, 
and profiting, during these past three years, by the access of repu- 
tation and wealth which it would have brought us. If we were 
right then, it is not matter of surprise that those most interest- 
ed, after ourselves, in the revival of our credit, should be averse 
to a change of policy now. 
Under these circumstances, I am of opinion that if to no others, 
certainly to the holders of our acknowledged indebiedi, se, it is 
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due that time and opportunity should be allowed, for a full ex- 
pression of their opinion upon this grave subject, 


Lastly, and ohiefly, I have to say that the confidence expressed 
in an earlier portion of this message, that by judicious post hee 
ment of action the total obligations of the State might he re- 
duced, with the consent and to the satisfaction of all parties, to 
substantially or exactly the amount of the debt universally re- 
cognized as just, was in large part based upon what I consider a, 
reasonable certainty that, with such brief delay granted, some 
millions of dollars of disputed indebtedness can and will b 

prudent management on the part of your Board of Fide bo 
entirely cancelled and extinguished, without the com ronis f 
principle and without the payment of a dollar, i i 


For the verification of this belief, I must, asthe Chief Executive 
of the State, and as a member of the Board, ask from you, in 
this regard, at least, a continuance of the confidence ed in 
me by the people, in my election to the position which I have 
the honor to hold, You will, as men of business, readily recog- 
nize the fact that premature publication of the details of business 
would often defeat the purposes aimed at. I can only say (th 
newly elected Board of. Finance not having yet had the b oc 
tunity to meet for organization), that I enjoy, in this SE 
of opinion, the concurrence of the two surviving members of the 
late Board, Hon. A.H. Garland and Hon. U, M. Rose, and that in 
rae time it will be my privilege to communicate to ilis General 
oe the grounds of our belief, and the result of negotia- 

You have before you, gentlemen, freely and frankly expressed 
my views upon the question of present action relative to oue 
finances—views deliberately adopted after as thorough study as I 
have been capable of giving to the whole subject, for the past 
two years. The principal question of our duty and interest in 
the matter of ultimate settlement, however, I have, as before 
remarked, discussed only as incidental to the direct Ganon of 
this message,—that of deprecating hasty decision, and of en- 
deavoring to point out the advantages to be gained by deliberate 
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preéedure We have waited many years for a practical and 
— definiffwe solution of this great problem. In view of the con- 
siderations which I have presented, and especially of that set 
` forth last in order, we can surely wait a few months longer. No | 
harm can possibly accrue. Great good may result. We find 
ourselves in'the situation of an individual whose property has 
been destroyed by fire. The site of the edifice is covered with 
the rubbish of our calamity. If we are to rebuild, that rubbish 
must first be cleared away, systematically and in due order, and 
the ground smoothed and prepared for a new erection. Bank- 
rupted though we be, our neighbors know that we are bankrupt 
more through our misfortune than our error. If we recognize 
the obligations which the world regards as binding upon us, if 
* we manifest a disposition to deal with all as justly as our eondi- 
tion permits, to conceal nothing, to shirk nothing, to help our- 
gelves, we shall have the charity of the world, its good opinion, 
and its assistance in restoring our fallen prosperity. If we shall 
take one false step, which, without actually benefitting ourselves, 
shall destroy the confidence of others, we may never, in this gen- 
eration, be able to retrieve ourselves. 


Nor would the consequences of inconsiderate action at this ' 
time, be merely general and prospective. It is idle to suppose 
that, commercial confidence in our good faith once weakened, we 
could for a. day longer continue to obtain advances for the sup- 
port, from month to month, of the government of the State. I 
speak whereof I know. The causes which cut off credit in one 
region of the financial world, destroy it everywhere. Instead of 
being able gradually to absorb, or promptly to retire, our float- 
ing debt, we should be driven to the issue of additional serip. 
Public officers might serve, and public employes might starve, | 
upon the depreciated paper of the State ; but our common schools 
must be elosed, our University must languish, our benevolent 
institutions must practically suspend their work of mercy. 


If Lam mistaken in these conclusions, I am honestly mis- 
taken. I ean only eltim for myself that my sole intention is, to 
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subserve, to the best of my knowledge and ability, the true 
| interevte of the entire people of the State. I am sustained, in my 
a opinions, by the officially expressed viewê-of the lati Board of 
FinanosMetteeted by the signature of Messrs, Garland and Rowe, 
as I know that I was by those of its other member, the lament- 
ed Gordon N. Peay. The former, in their recent report, say : 


“In regard to the settlement of the mass of the debt of the 
State, the Board, after the most thorough consideration that they 
have been competent to give to the subject, are of the opinion 
that no final action should be taken at this time. It admits of a 
mathematical demonstration that the State is not in a condition 
to pay the interest on the nominal outstanding debt ; and no cred- 
itor, as far as the Board is advised, entertains any opinion differ- 
ent from that which is here expressed. As to what offer they 
will finally make, is unknown even to themselves, from the want 
of due deliberation, and such consultation as could result in any 
concerted and definite offer.” 

“Tn any event, the State must always be the final arbiter in the 
matter; and as no inferior tribunal can decide in the premises, the 
duty of making any final adjudication must devolve on the 

' Legislature as the supreme power of the State. 

— «As the subject must, then, come before a body that cannot 
claim to be wholly impartìal, we would recommend such an in- 
vestigation as should fitly stand in the place of a judicial inquiry, 
so that no one could say that he had been condemned unheard, in 
defiance of the principles of natural justice. We are convinced 
that by proceeding with circumspection, and giving to the holders 
of the bonds of the State an opportunity of perceiving the whole 
situation, in all its details of calamity and hardship, by evincing 
a frank, fair, and manly purpose in every step, the public debt 
can be more satisfactorily settled for the people of the State, and 
the honor of the State more perfectly sustained, than by any 
hasty-expedient which might suggest that the State precluded in- 
quiry because it might be productive of unfavorable results in 
some moral point of view.” 


From these considerations, I respectfully and earnestly recom- 
mend to the General Assembly the adoption of legislation 
authorizing the State Board of Finance to investigate the subjact 
of the bonded and floating .indebtedness of the State, to confer 
with the ereditors of the State in relation to a settlement, and to 


report to the General Assembly, at the earliest practicable date, 
the result of their negotiations, with a view to the speedy dispo- . 
sition of the entire question, ~ =. - a aeee -> 
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